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and experience has proved tliat inconvertible paper-money
will circulate not only without depreciation, but even at a
premium, if the issues are sufficiently limited. Kicardo
also explained that the real use of insisting upon, the con-
vertibility of paper-money, is to secure that its amount like
that of a metallic currency should be self-regulated by
the action of the exchanges, and that this object would be
equally attained whether the paper-money were convertible
into bullion or into coin. On the same principle, I hold
that silver taken at the market price of the day might be
used in conjunction with gold as the basis of our paper
circulation without in the slightest degree disturbing its
value. Large amounts in notes are usually presented to
the Bank for payment less with the view of using the
sovereigns received for them at home than for exportation,
because the state of the exchanges makes a remittance of
gold abroad profitable; and the practical effect of demands
of this sort upon the Bank is to contract its paper circula-
tion and thus maintain its value. Precisely the same
results would follow if notes presented for payment in large
sums were paid as I have suggested, partly in gold and
partly in silver at the market price. The dealers in money
would receive in exchange for the notes they carried to the
Bank gold and silver (the last having been received at the
market price would, if necessary, be converted into gold,
though this could seldom be required) for remittance abroad,
and the circulation of the Bank would be contracted exactly
as it now is. The money in ordinary use would still consist of
small silver, of sovereigns, and of Bank notes, the value of
the latter being maintained in the same way as at present.

I have suggested that the rule of making the notes of
the Bank payable half in silver and half in gold should
only apply when considerable sums were presented for
payment. When the demand came from money dealers,
in consequence of the state of the exchanges, small sums
would not be ftsked for, and it would be inconvenient that
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